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California Cigarette Excise Tax Rate
per Pack: $1.88

= Federal Excise Tax Per Pack of Cigarettes

e 2000: S0.34
e 2002: $S0.05
e 2009: S0.62
e Current Total: $1.01

med  State Excise Tax Per Pack of Cigarettes

e 1988: $0.10 (Prior to 1989)

e 1989: $0.25 (Proposition 99)

e 1994: S0.02 (Breast Cancer and Early Detection)
e 1999: S0.50 (Proposition 10)

e Current Total: $0.87

sl 2013-14 Cigarette Revenue/Consumption

e Revenue: S752M
e State Tax Paid Sales (Packs): 870.7M
e Long term trend shows a 3% annual decline in consumption
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Total Cost of a Pack of Cigarettes
in California (2014)

Current Current Average o
) . . ) Total Price
State Excise Federal Excise California Pifige & Teves]
Tax Tax Price Per Pack

$5.51

*State and Federal Excise Taxes account for 34% of the price of a pack of cigarettes.
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Ranking State Cigarette Excise Tax Rates
(2014)

#1 #2 #3

New York Massachusetts Rhode Island
S4.35 S3.51 $3.50

#4

Connecticut
S3.40

#5 #H6 #7 #33

Hawaii Washington Vermont California
S3.20 $3.025 $2.75 $0.87

Does not include Retail Cigarette Price, Federal Excise Tax, or Local Tax Rates.




Y2 is due to
fewer new
smokers &
current smokers
quitting.

1/2 is due to

smoking less

cigarettes

Consumption is Declining

—

e 10% increase in total price =
3-7% decrease in over age 18 consumption
5-15% decrease in under age 18 consumption

* More smokers are quitting
e Fewer people are taking up smoking

e California Adults 1985: 26.7%

S BWELEEN | (o ifomia Adults 2013: 12.5%

e Increase in smoking restrictions
e Switching to other products
e Price

Smoking Less
Cigarettes
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Packs of Cigarettes (millions)
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California Cigarette & Tobacco Evasion

2005

> 15% of retail inspections
resulted in seizures of
unstamped or counterfeit
stamps

2013

< 1% of retail inspections
resulted in seizures of
unstamped or counterfeit
stamps




BOE’s Three-Prong Anti-Evasion Success

Counterfeit-
resistant encrypted
cigarette stamp

AB 71 (Horton -
2003): Requires

each seller of Retail inspections
cigarettes to be

licensed

Collected
S67M*
(2013)

*Represents revenue that would have been be evaded if the Three-Prong
Anti-Evasion approach was not implemented.
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Current

Tax Increase

Combat Evasion &
Increase Voluntary
Compliance

$2.00 Excise Tax Increase
per Pack

Conclusion

* 3% Annual decline in consumption

e Fewer new smokers & more smokers
quitting

e Further decreases cigarette consumption
® |[ncrease in evasion

e AB 71 (Requires sellers to be licensed)
e Encrypted cigarette stamp
e Strong retail inspections

e Potential 20% decrease in cigarette consumption
(Includes fewer new smokers, more smokers
quitting, and increase in evasion)
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